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- IN RESPONSE TO THE SUGGESTION PUT FORWARD BY 
MINISTER GILLESPIE IN HIS DISCUSSIONS WITH SECRETARY 
SCHLESINGER IN WASHINGTON MARCH 4, THE U.S. IS 
PREPARED TO HOLD EXPLORATORY BILATERAL DISCUSSIONS ON PETRO- 
CHEMICAL TARIFFS AT AN EARLY DATE. WE SUGGEST THAT ITC 
MINISTER CHRETIEN'S CALL ON STR DESIGNATE STRAUSS LATER 
THIS MONTH WOULD PROVIDE AN APPROPRIATE OPPORTUNITY FOR 
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AN INITIAL DISCUSSION, TO BE FOLLOWED BY MORE DETAILED 
STAFF-LEVEL DISCUSSION INVOLVING BOTH TRADE AND ENERGY 
EXPERTS. 

- IT IS OUR UNDERSTANDING, (BASED ON REF (A)), THAT 

IN PUTTING FORWARD HIS SUGGESTION FOR PETROCHEMICAL TALKS, 
GILLESPIE WAS RESPONDING TO A SITUATION WHICH HAS TAKEN 
ON CONSIDERABLE POLITICAL SIGNIFICANCE IN THE PROVINCE 

OF ALBERTA. INSOFAR AS DEVELOPMENTS IN THE WESTERN 
CANADIAN PETROCHEMICAL INDUSTRY ARE UNAVOIDABLY LINKED TO 
CANADIAN LONG-TERM GAS SUPPLIES, THIS IS A QUESTION OF 
SOME POLITICAL IMPORTANCE IN THE UNITED STATES AS WELL. 

WE THEREFORE BELIEVE THAT ANY BILATERAL DISCUSSION OF 
PETROCHEMICAL TARIFFS SHOULD TAKE PLACE IN THE CONTEXT OF 
CANADIAN GAS SUPPLY OUTLOOK AND POLICY AS THESE IMPACT ON 
THE INTERESTS AND INTENTIONS OF INDUSTRIES ON BOTH SIDES 
OF THE BORDER. (WE UNDERSTAND AMBASSADOR HAS ALREADY 
MADE THIS POINT INFORMALLY WITH MINISTER GILLESPIE, AND 
THAT HE RAISED NO OBJECTION.) 

- ANY ACTUAL NEGOTIATIONS WHICH MIGHT EVOLVE FROM 
THE EXPLORATORY TALKS TO WHICH WE ARE AGREEING WOULD 
OF COURSE HAVE TO TAKE PLACE ONLY WITHIN THE 
CONTEXT OF THE MTN. 

2. FYI: U.S. IS INTERESTED IN EXPLORING ALL POSSIBILI- 
TIES OF TRADE-OFFS WITHIN THE MTN CONTEXT, BUT IS ONLY AT 
THE INITIAL STAGE OF DEVELOPING POSITION ON U.S. INTERESTS 
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VIS-A-VIS CANADA. AGAINST THE BACKDROP OF THE SEVERE 
WINTER ENERGY SHORTAGES WE HAVE RECENTLY EXPERIENCED, WE 
WISH TO LEAVE NO STONE UNTURNED IN SEARCHING FOR ADDITIONAL 
SECURE ENERGY SUPPLIES, PARTICULARLY NATURAL GAS. WE 
ARE THUS PREPARED TO CONSIDER ALL OPTIONS, INCLUDING THE 
POSSIBILITY OF A LINKAGE BETWEEN GAS SUPPLY ASSURANCES 
AND TARIFF REDUCTIONS ON PETROCHEMICALS. U.S. CONCESSION 
IN TERMS OF BOUND TARIFF REDUCTIONS WITHIN GATT FRAMEWORK 
WOULDHOWEVER, RAISE QUESTION OF VALUE OF RECIPROCAL 
GUARANTEES ON SUPPLY ASSURANCES. EXISTING GATT FRAMEWORK 
INCLUDES RULES AND PROCEDURES GOVERNING MARKET ACCESS 
COMMITMENTS BUT IS DEFICIENT IN THE AREA OF SUPPLY 
ASSURANCES. IF CANADA IS INDEED WILLING TO DISCUSS SPECIFIC 
SUPPLY ASSURANCES, WE WOULD HAVE TO ASSESS THEM 
IN THE LIGHT OF CANADA'S REFUSAL TO DISCUSS RULES 
GOVERNING COMMITMENTS ON RESTRICTIONS IN THE MTN FRAMEWORK 
GROUP. IN ANY EVENT WE ARE WILLING TO EXPLORE THE ISSUE 
BEGINNING WITH THE CHRETIEN/STRAUSS MEETING. 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 

3. INITIAL EXAMINATION OF ILLUSTRATIVE SECOND-ORDER 
PETROCHEMICAL DERIVATIVE TARIFFS (REF B) REVEALS THAT 
SIGNIFICANT BENEFITS TO CANADA COULD RESULT FROM U.S. 

MTN REDUCTIONS IN THIS AREA. WE WOULD ALSO WANT TO LOOK 
AT POSSIBLE RECIPROCAL CANADIAN PETROCHEMICAL TARIFF 
REDUCTIONS. END FYI 


VANCE 
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